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In Volatility and Correlation 2nd edition: The Perfect Hedger and the Fox, Rebonato looks at derivatives
pricing from the angle of volatility and correlation. With both practical and theoretical applications, this is a
thorough update of the highly successful Volatility & Correlation – with over 80% new or fully reworked
material and is a must have both for practitioners and for students.

The new and updated material includes a critical examination of the ‘perfect-replication’ approach to
derivatives pricing, with special attention given to exotic options; a thorough analysis of the role of quadratic
variation in derivatives pricing and hedging; a discussion of the informational efficiency of markets in
commonly-used calibration and hedging practices. Treatment of new models including Variance Gamma,
displaced diffusion, stochastic volatility for interest-rate smiles and equity/FX options.

The book is split into four parts. Part I deals with a Black world without smiles, sets out the author’s
‘philosophical’ approach and covers deterministic volatility. Part II looks at smiles in equity and FX worlds.
It begins with a review of relevant empirical information about smiles, and provides coverage of local-
stochastic-volatility, general-stochastic-volatility, jump-diffusion and Variance-Gamma processes. Part II
concludes with an important chapter that discusses if and to what extent one can dispense with an explicit
specification of a model, and can directly prescribe the dynamics of the smile surface.

Part III focusses on interest rates when the volatility is deterministic. Part IV extends this setting in order to
account for smiles in a financially motivated and computationally tractable manner. In this final part the
author deals with CEV processes, with diffusive stochastic volatility and with Markov-chain processes.

Praise for the First Edition:

“In this book, Dr Rebonato brings his penetrating eye to bear on option pricing and hedging.… The book is a
must-read for those who already know the basics of options and are looking for an edge in applying the more
sophisticated approaches that have recently been developed.”
—Professor Ian Cooper, London Business School

“Volatility and correlation are at the very core of all option pricing and hedging. In this book, Riccardo
Rebonato presents the subject in his characteristically elegant and simple fashion…A rare combination of
intellectual insight and practical common sense.”
—Anthony Neuberger, London Business School
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From reader reviews:

Greta Rivera:

Here thing why this Volatility and Correlation: The Perfect Hedger and the Fox are different and trusted to
be yours. First of all looking at a book is good nevertheless it depends in the content than it which is the
content is as yummy as food or not. Volatility and Correlation: The Perfect Hedger and the Fox giving you
information deeper and in different ways, you can find any publication out there but there is no e-book that
similar with Volatility and Correlation: The Perfect Hedger and the Fox. It gives you thrill looking at
journey, its open up your own personal eyes about the thing this happened in the world which is possibly can
be happened around you. You can actually bring everywhere like in park your car, café, or even in your
method home by train. When you are having difficulties in bringing the imprinted book maybe the form of
Volatility and Correlation: The Perfect Hedger and the Fox in e-book can be your choice.

Kristy Abrahams:

Now a day people who Living in the era exactly where everything reachable by connect to the internet and
the resources inside can be true or not involve people to be aware of each info they get. How a lot more to be
smart in receiving any information nowadays? Of course the correct answer is reading a book. Reading a
book can help people out of this uncertainty Information especially this Volatility and Correlation: The
Perfect Hedger and the Fox book because book offers you rich info and knowledge. Of course the knowledge
in this book hundred per cent guarantees there is no doubt in it as you know.

Jason Manuel:

Playing with family within a park, coming to see the marine world or hanging out with close friends is thing
that usually you may have done when you have spare time, after that why you don't try point that really
opposite from that. 1 activity that make you not experience tired but still relaxing, trilling like on roller
coaster you are ride on and with addition info. Even you love Volatility and Correlation: The Perfect Hedger
and the Fox, you are able to enjoy both. It is great combination right, you still desire to miss it? What kind of
hang-out type is it? Oh can occur its mind hangout men. What? Still don't buy it, oh come on its known as
reading friends.

Angela Rodriguez:

Reading a publication make you to get more knowledge from it. You can take knowledge and information
originating from a book. Book is published or printed or descriptive from each source which filled update of
news. With this modern era like right now, many ways to get information are available for anyone. From
media social such as newspaper, magazines, science publication, encyclopedia, reference book, new and
comic. You can add your knowledge by that book. Are you ready to spend your spare time to spread out your
book? Or just trying to find the Volatility and Correlation: The Perfect Hedger and the Fox when you
essential it?
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